The debt of the United States is the greatest threat to our national security. The Army must be part of the solution on bringing the national debt to a manageable level. Part two of the Budget Control Act of 2011, also known as sequestration, reduces the Army topline funding by $125B over nine years. This equates to a 10% reduction in Army funding from a total budget of $1.2T from FY13-FY21. Sequestration as it's currently written creates an imbalance in the Army which leads to a hollow force. This paper identifies what part of the law needs to change and shows how the Army can take these reductions and still execute the National Security Strategy. These reductions require the Army to make hard decisions about what the future force will look like. Programs must be delayed or in some cases terminated to ensure the highest priority requirements receive adequate funding.
Impact of the National Debt on United States Army Funding
Debt is the biggest threat to U.S. national security.
-Admiral Mike Mullen 1 The continuing accumulation of deficits can burden a country with high levels of debt which negatively impacts a country's ability to provide for the common defense, limits future investments, and restricts the country's ability to provide for the citizens in areas of education, health care and other social safety nets. High levels of debt have the potential to reduce economic growth. A study by Kevin Hall, a national economics correspondent with McClatchy News, states that when a nations' debt exceeds 60 percent of its Gross Domestic Product (GDP), its growth rate slows precipitously. When that debt to GDP ratio exceeds 90 percent, a nations' economy barely grows, and can even contract.
2 GDP is the value of all goods and services produced in a year. The are OMB estimates for future deficits. 6 While deficits may go down slightly in the near future there is still a large bill that the Federal Government must pay.
Figure 1. Surplus and Deficits
The national debt is the accumulation of yearly budget deficits. There are two types of debt; internal and external. Internal debt includes funds borrowed from sources 4 within the United States such as U.S. citizens, corporations, and from the excess social security trust fund. External debt is funding borrowed from entities outside the United
States which include foreign individuals, corporations or governments. There is a debate in the United States on the impact of the debt on our nation's financial future.
One argument states that since the majority of the debt is owned by American citizens or U.S. institutions, the nation owes itself and therefore can continue deficit spending.
Economic theory states, deficit spending stimulates the country in the short term and is a critical tool when faced with an economy in recession. Government spending during a recession or slow growth is designed to inject money into the economy. This funding injection allows individuals and business to continue to spend, generating demand for goods and services. If the country stopped deficit spending and the private sector is not hiring personnel or not spending then the country may fall back into a recession.
Therefore the country needs to continue deficit spending for long term health.
The other side of debate states that too much debt is unsustainable in the long term and could damage the country. Carrying too high a debt burden may limit a country's ability to respond to crisis or opportunities. A country already heavily in debt and perceived to have trouble paying back its loans, pays a much higher cost in interest to borrow, or may not be able to borrow at all. A country's failure to address a debt problem, in the near term, may force more painful reductions or higher taxes later. are two countries holding the largest portion of foreign debt. increase in interest payments, due to high levels of debt, will force tax increases, cancellation of programs, or a severe reduction on discretionary programs including defense. To avoid any cancellations of programs, reduction in discretionary programs or tax increases the country would increase the amount of borrowing to maintain current spending levels. Increasing borrowing places a burden on future generations when this debt is paid off. In Robert Hormats book, The Price of Liberty, the writers warns,
If the United States remains on its current course it will be painting itself into a financial corner: officials charged with ensuring U.S. security and conducting these programs will find it increasingly difficult to obtain funds…. interest payments on the governments rising debt will constrain the government's budget flexibility to meet those needs. The possibility also exists that the other countries or entities will not want to buy our debt if our financial crisis continues. The government has made some efforts to address the rising debt. BCTs and other units which will deactivate based on the current downsizing construct.
These unit reductions can cover part of the future O&M bill. Taking training dollars from lower priority units to fully fund the next deploying unit requires additional funding needed to train up the lower priority units or activities as they become next in priority. As the training skills decay from reduced use, additional funding is required to bring units up from a lower readiness rating in a shorter time frame. This can become a downward spiral for unit readiness unless more funds can be identified. Another area of concern within the O&M appropriation is DA civilians and contractor employees. 32 per DA civilian work year in pay and benefits then reducing 10.5% of the DA workforce saves $2.4B a year in O&M cost or $19B over eight years. These savings are based on eight years rather than nine due to the furloughs in FY13 taking the place of permanent reductions. To reduce the DA civilian workforce to the FY00 levels an additional 6400 DA reduction could occur to free funds up for higher priority missions. Using $92.5K per DA civilian, then an additional 6400 DA civilian reduction saves $592M per year or $4.7B over eight years. These savings can fund higher priority requirements and bring the Army DA civilian workforce into line with force structure sizing at pre-9-11 numbers.
The Army contractor work force is at 214,000, of which 72,000 are supporting OIF/OEF. 33 Personnel Service contracts for FY12 were at $40.5B. 34 Reductions in both DA civilians and contractors are in line with Congressional concerns about the size of the civilian workforce. 35 As we right size the civilian workforce the Army must relook MILPERS.
In July 2012, the President exempted Military Personnel Accounts (MILPERS) from sequestration. Continuing to exempt MILPERS after FY13 will cause an imbalance between readiness and force structure. This mismatch results in a hollow force if we have too many Soldiers but not enough funding for training, research or procurement. In the proposed FY13 budget, the Army has budgeted $8.9B for RDT&E but has a projected sequestration amount of $1.0B. 37 RDT&E is a two year appropriation. This 41 The Army plans to purchase 44 CH-47s for $1.4B in FY 13 and between 28-39 aircraft per year between FY14-FY17. 42 After FY17 the Army will continue to purchase additional CH-47s to modernize the fleet to the F model. Since the Army will continue to purchase the CH-47 into the future, there is room to decrease production.
The Army has not announced the number or types of units that will be Endnotes
